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On Aug. 19 in Washington, Morgan Guaranty Trust's research department released a report titled,
"Crecimiento e Inversiones en America Latina." The report focuses on investment requirements
over the 1992-1996 period of Latin America's seven largest economies (Argentina, Brazil, Chile,
Colombia, Mexico, Peru and Venezuela). Selected highlights are summarized below. According to
report co-author Derek Hargreaves, Brazilian inflation 475% in 1991 and estimated 600% in 1992
would be described as hyperinflation anywhere in the world. Despite consistently high levels of
consumer price level inflation, Brazil's gross investment-GDP ratio has been above 20% since the
1970s. Hargreaves pointed out that overall investment in Brazil is adequate, but productivity and
real GDP gains are disappointing because of high inflation. Argentina's gross investment-GDP
ratio, at 7.8% in 1990, and 10% in 1991, was described in the report as "extremely low," about half of
the regional average. In order to maintain an average annual 3.2% GDP growth rate, investment in
1992-1996 is set at US$125 billion. The amount represents a 145% increase over current investment
levels. The report states that Mexico needs to increase domestic savings, control foreign investment
inflows, and reduce the current account deficit. The deficit in 1991 came to US$13.3 billion in 1991.
Projections for 1992 and 1993 are US$17.4 billion and US$18.7 billion, respectively. Hargreaves
said Mexico has been able to finance the current account deficit via the inflow of foreign currency
(mainly new loans and foreign investments). However, reliance on such sources over the medium
or long term, he added, is hazardous. In 1990, the weighted combined GDP growth rate for the
seven economies was 3.2%, despite negative external market factors or slow growth throughout
the industrialized world. Real GDP growth in 1992 for Argentina and Chile is projected at 6 to 7%.
According to Morgan Guaranty Trust, the average investment total per year in 1992-1996 required
for the seven nations to realize annual 3.2% GDP growth is US$200 billion. The amount is 10 to
20% more than the average for the seven over the past five years. (Source: Agence France-Presse,
08/19/92)
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